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GROUP HOSPITAL, MEDICAL, AND OTHER PERSONAL 
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FRIDAY, AUGUST, 6, 1954 


UNITED STaTEs SENATE, 
CoMMITTEE ON Post Orrice AND Crvit SERVICE, 
Washington, D. C. 
The committee met, pursuant to call, at 10:05 a. m., in room 135, 
Senate Office Building, Senator Frank Carlson (chairman) presiding. 
Present: Senators Carlson, Duff, Upton, Crippa, Johnston, Mon- 
roney and Lennon. 


The CuarrmMan. The committee will please come to order. 

This morning we are holding a hearing on S. 3803, a bill that would 
authorize the Civil Service Commission and the heads of all establish- 
ments in the Federal Government to make available, on a voluntary 
prepayment basis, group hospital, medical, and other personal health 
service benefits for civilian officers and employees in the Federal 
service, and for other purposes. 

(The bill, S. 3803, follows:) 


[S. 3803, 82d Cong., 2d sess.] 


A BILL To authorize the Civil Service Commission and the heads of all establishments in the Federal 
Government to make available, on a voluntary prepayment basis, group hospital, medical, and other 
personal health service benefits for civilian officers and employees in the Federal service, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘“‘Federal Em- 
ployees Health Insurance Act’’. 

Sec. 2. As used in this Act, except as the context may otherwise require— 

(a) The term ‘‘personal health services” includes services, bed and board in a 
hospital or similar institution, protheses, drugs, or supplies rendered, administered, 
or furnished to individuals by licensed health personnel, or under the supervision 
of such personnel, by auxiliary personnel for the improvement or preservation of 
physical or mental health or for the diagno: is and treatment of disease or injury. 

(b) The term ‘‘Commission’”’ means the United States Civil Service Commis- 
sion. 

(c) The term ‘‘dependent”’ means (1) an employee’s spouse, (2) an employee’s 
unmarried children under age nineteen, and (3) an employee’s unmarried children 
under age twenty-one who are enrolled as full-time students at educational 
institutions. 

(d) The term ‘group practice prepayment plan” means a carrier’s prepayment 
plan for personal health services under which the carrier, in consideration of 
premiums, provides or engages to provide, primarily or exclusively through its 
own medical] and auxiliary staff and facilities, or primarily under an arrangement 
or arrangements with an independent group or groups of physicians organized 
on the group practice principle, diagnostic services and medical and surgical care 
and appropriate auxiliary personal health services to ambulatory patients, to 
hospitalized patients, and to patients confined to their homes, who are enrolled 
under such plan, and which covers a range of illnesses and conditions which is 
reasonably inclusive and not less comprehensive than is customary under such 
plans: Provided, That the requirements of this paragraph may be satisfied by a 
plan which does not include bed and board and related services in a hospital, or 
which makes stipulated minor additional charges for visits, laboratory examina- 
tions, X-rays, and the like. 
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e) The term ‘‘premium”’ means periodical prepaid charges or fees, whether 
denominated insurance premiums, subscription charges, membership dues, or 
the like, payable to a carrier in consideration of payments, services, or other 
benefits to be provided by the carrier under the terms of an insurance policy or 
contract, subscription contract, membership contract, or the like. 

f) The term “‘carrier’”’ means a voluntary association, corporation, partnership, 
trust, or other form of organization, except an instrumentality wholly owned or 
controlled by a State or political subdivision thereof, which is lawfully engaged 
in providing, or paying or reimbursing for the cost of, personal health services 
inder insurance policies or contracts, subscription contracts, membership con- 
tracts, or the like, in consideration of premiums payable to the carrier. 

The term ‘“head’’, in reference to an emploving establishment means (1) 
the President with respect to the Executive Office of the President; (2) the Sec- 
retary of an executive department with respect to his department, and the highest 
administrative and policymaking officer or body of any other independent estab- 
lishment in the executive branch with respect to such an establishment, except 
that in the case of any ested lishment governed by a board, commission, or other 
ral-member body, where the presiding officer of such body is by law designated 
as the chief executive and administrative officer of such body, he shall be deemed 

} 


to be the head of such establishment for the purposes of this Act; (3) the Ad- 








ministrative Officer of the United States Courts with respect to the judicial 
branch } the Comptroller General of the 1 nited States with respect to the 
General Accounting Office; (5) the Librarian of Congress with respect to the 
Library of Congress; (6) the Public Printer with respect to the Government 
Print Office 7 the Architect of e Capitol with respect to the Office of the 


Architect of the Capitol; (8), with respect to officers and employees of the legis- 
lative branch not under the jurisdiction of any of the aforementioned officers, 
the Speaker of the House of Pn and the President of the Senate 
jointly, or such other officer or officers as may be specified by concurrent resolution 
of the Congress or, with respect to officers or employees under the jurisdiction of 
either House, by resolution of such House; and (9) the Board of Commissioners 
of the District of Columbia with respect to the municipal government of the 
District 

Sec. 3 (a) Except as provided in subsection (b) of this section, each appointive 
or elective officer or employee (herinafter called employee) in or under the execu- 
tive, judicial, or legislative branch of the United States Government, including 
a Government owned or controlled corporation (but not including any corpora- 
tion under the supervision of the Farm Credit Administration of which corpora- 
tion any member of the board of directors is selected or appointed by private 
interests), and of the mun ‘icipal government of the District of Columbia shall, at 
such time and under such conditions of eligibility as the Commission may by 
regulation prescribe, come within the purview of this Act Such regulations may 
provide for the exclusion of employees on the basis of the nature and type of 
employment or conditions pertaining thereto such as, but not limited to, short- 
term appointments, seasonal or intermittent employment, part-time employ- 
ment, and employment of like nature, and shall be issued only after consultation 
with the head of the nici -encr hoe establishment: Provided, That no emp loyee or 
group of employees shall be excluded solely on the basis of the hazardous nature 
of emy yloy ment 

(b) This Act shall not apply to any individual by reason of his status or service 
as a ‘‘member”’ of a ‘‘uniformed service’’ as such terms are defined in the Career 
Compensation Act of 1949, nor shall it apply to any noncitizen employee whose 
permanent duty station is not located in any State of the United States or the 
District of Columbia. 

Sec. 4. Each employee to whom this Act applie s shall be eligible, for himself 
alone or for himself and his dependents, upon such form, at such time or times, 
and in accordance with such applicable senuinaien as may be prescribed by the 
Commission 

(a) to enroll under a contract with a carrier, which is in effect for his 
group, 

(b) to give notice to his employing establishment in the event of enroll- 
ment under an approved carrier plan’s which is in effect for his group, or 

(ec) to give notice to his employing establishment of having enrolled under 
a separate group practice prepayment plan. 

Such enroilment or notice of enrollment shall, subject to the employee’s right 
to terminate such enrollment or withdraw such notice in accordance with regula- 
tions, be deemed to authorize deductions from the employee’s pay in accordance 
with section 5. 
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Sec. 5. (a) With respect to any period for which there is in effect an employee’s 
enrollment, or notice of enrollment, in accordance with section 4, there shall be 
withheld from each payment of salary, wages, or other compensation to such 
employee, as his share of the premium or premiums payable to the carrier or 
carriers concerned (with respect to such employee, or with respect to such employee 
and his dependents) the amount or portion of such premium or premiums applic- 
able to each pay period for such employee, less the amount of any Government 
contribution for such pay period. 

b) For each period for which payroll deductions, with respect to an employee, 
or with respect to an employee and his dependents, are made pursuant to sub- 
section (a), there shall also be contributed, as the Government’s share of such 
premium or premiums, from the respective appropriation or fund which is used 
for payment of his salary, wage, or other compensation (or, in the case of an 
elected official, from such appropriation or fund as may be available for payment 
of other salaries of the same office or establishment), the lesser of the following 
amounts: (1) One-half of such premium or premiums applicable to a pay period 
for such employee, or (2) $1 biweekly (or, in the case of an employee paid on other 
than a biweekly basis, an amount determined at a proportionate rate adjusted 
to the nearest cent 

c) If, because of lack of or insufficient earnings or otherwise, for any pay period 
(including, subject to conditions of eligibility prescribed by the Commission 
pursuant to section 3 (a) and subject to the provisions of the carrier’s prepay- 
ment contract or plan involved, any period of leave without pay) amounts other- 
wise deductible from an employee’s pay under subsection (a) of this section were 
not deducted, or in the event of excessive deductions, appropriate adjustments 
shall be made in connection with his subsequent pay: Provided, That subject to 
regulations prescribed by the Commission with respect to such periods, the em- 
ploying establishment may, in the event of such insufficient deductions or lack 
of deductions, accept from the employee (in lieu of such adjustment) payment 
of so much of the employee’s share of the premium as was not withheld or may 
recognize the employee’s direct payment thereof to the carrier, and shall treat 
the amount so received from or otherwise paid by the employee as the equivalent 
of a deduction from the employee’s pay. 

(d) The amounts withheld from employees and the sums contributed by the 
Government under this Act shall be paid by the emplcying establishment to 
the carrier or carriers entitled to the premiums. 

Sec. 6. Each contract and plan entered into or approved under this Act shall 
contain a provision to the effect that any coverage thereunder on any employee 
and his dependents shall cease upon his separation from the service or twelve 
months after discontinuance of his salary payments, whichever first occurs. 

Sec. 7. (a) The Commission is authorized to negotiate with carriers, for the 
consideration of heads of employing establishments in the exercise of their func- 
tions under section 8, the terms and provisions of contracts and plans best suited 
for employees in a given geographic area, or on a nationwide basis, or to meet 
other special requirements of employing establishments. The Commission is 
authorized to furnish to the various employing establishments advice and tech- 
nical assistance in the carrying out of their functions under this Act, including 
suggested procedures for ascertaining the needs and desires of employees as to 
benefits. 

(b) The Commission is further authorized to prescribe (1) standards and 
procedures for the classification of employees into groups, (2) minimum standards 
as to types and ranges of benefits and other features of specifications for prepaid 
personal health service protection, and (3) minimum standards of carrier selection 
and performance and standard provisions for contracts to be entered into with 
carriers and for carrier plans to be approved. The Commission is also authorized 
to promulgate such regulations as may be necessary to give effect to the intent, 
purposes, and provisions of this Act. 

Sec. 8. (a) The head of each employing establishment shall classify, and may 
from time to time reclassify, the employees eligible for the benefits of this Act 
into appropriate groups, either by geographical location, organizational com- 
ponent, employment category, or other desirable factors. This grouping of em- 
ployees shall be made for the purpose of obtaining for such employees and their 
dependents, the most advantageous benefit coverage, at a cost not less favorable 
than that available to comparable groups in private employment. Nothing in 
this subsection shall be construed to preclude the head of an employing establish- 
ment from designating a single group for all eligible employees of such establish- 
ment, or from combining, for the purpose of obtaining certain types, amounts, 
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or ranges of benefits, two or more groups into a single group while maintaining 
such component groups for other types, amounts, or ranges of protection. 

b) The head of each employing establishment, for each group designated for 
the employees in his establishment, shall adopt, and may from time to time 
revise, not more than four sets of specifications for prepaid health service pro- 
tection to be made available to employees and their dependents. Such set or 
sets of specifications for any group, shall, singly or together, to the extent feasible 
and consistent with the desires of the group, be designed with a view to making 
available, within specified limits, to each employee in the group (for himself, or 
for himself and his dependents) not less than either— 

1) the option of enrolling for (A) specified hospital care benefits (which 
may include other personal health service benefits normally a part of hospital 
care benefits), or (B) surgical care and in-hospital medical care, or (C), to 
the extent not included in the foregoing, major-medical-expense benefits, or 

D) a combination of two or more of such types of benefits; or 

2) in lieu of one or more of the benefits specified in clause (1), enrollment 
under a group practice prepayment plan. 

As used in this section, subject to further definition by the Commission, the term 
‘‘major-medical-expense benefits’? means, in relation to a carrier’s contract or a 
earrier’s plan, full or partial reimbursement or indemnification, up to a specified 
maximum amount or amounts, for the excess of (1) expenditures incurred by 
covered beneficiaries for specified personal health services over (2) a specified 
deductible amount or amounts, if the coverage of such contract or plan is reason- 
ably inclusive as to the ranges and kinds of illnesses and services covered: Pro- 
vided, That such maximum and deductible amounts shall be determined by or 
pursuant to regulations prescribed by the Commission. 

(c) On the basis of specifications adopted for any group pursuant to subsection 
(b), and as nearly as practicable in conformity with such specifications, taking into 
account the preferences of the group, the head of the employing establishment 
concerned is authorized, without regard to section 3709, as amended, of the Re- 
vised Statutes (41 U. 8. C. 5) or any other law or regulation requiring competitive 
bidding or imposing requirements or restrictions on Government contracts, to 
make available to employees in such group and their dependents the benefits 
described in such specifications, either through a contract or contracts, or through 
a prepayment plan or plans, or both. 

d) (1) Any such contract shall be entered into by the head of the employing 
establishment, in the name of the United States, with a carrier, and may require 
the carrier, in consideration of specified premiums, to provide to employees in the 
covered group and their dependents, who enroll under the contract, any or a 
combination of the following benefits: 

(A) Reimbursement or indemnification, in whole or in part, for expendi- 
tures incurred by such employees or their dependents for specified personal health 
services. 

(B) Payment (directly or through another carrier or carriers) to providers of 
personal health services for all or part of their costs or charges for specified per- 
sonal health services furnished by them to such employees or their dependents. 

(C) The furnishing of specified personal health services to such employees 
and their dependents, either (i) wholly or in part through the carriers own staff 
or facilities, or (ii) wholly or in part through a provider or providers of such 
services with whom (directly or through another carrier or carriers) the carrier 
has entered into an arrangement to pay for such services. 

(2) The United States and any employee enrolled (for himself, or for himself 
and his dependents) under any such contract shall, jointly and severally, have 
standing to sue on such contrast in any court of competent jurisdiction. 

(e) The head of each employing establishment may without entering into a 
contract, approve for the purposes of this Act a carrier plan based on the group- 
coverage concept. Such a plan shall provide for any or a combination of the 
benefits specified in subsection (d) through individual contracts or enrollments 
by emplovees in conformity with a standardized individual contract or enrollment 
form which is a part of such plan. 

(f) The head of each employing establishment is hereby authorized to dispose 
of any policy dividends or premium refunds accrued by reason of favorable 
experience of a carrier to which premiums have been paid under this Act, either 
by: (1) Crediting or paying such dividends or refunds in whole or in part to 
employees of such agency, (2) applying such dividends or refunds to future 
premiums payable to the carrier concerned, or (3) depositing them in whole or in 
part in the Treasury of the United States as miscellaneous receipts, as may in 
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the judgment of the head of such establishment be most appropriate, taking into 
account considerations of equity and administrative convenience and necessity. 

(g) No contract shall be entered into, and no carrier plan shall be approved, 
under this section, unless (1) under such contract or plan each employee in the 
covered group and his dependents will be entitled to enroll thereunder without 
discrimination, (2) each such employee will have the option of including or not 
including his dependents in such enrollment, and (3) each employee transferred to 
the covered group from another group within the same employing establishment 
or from another emploving establishment will, upon such transfer, be immediately 
entitled to enroll and be protected under such contract or plan for himself or for 
himself and his dependents. 

(h) The head of each emploving establishment shall arrange to have each 
employee covered under such contract or plan receive a certificate setting forth 
the benefits to which the employee and his dependents are entitled thereunder. 
Such certificate shall summarize the provisions of the contract or plan affecting 
the employee and his dependents, and shall state to whom the benefits shall be 
pavable and to whom claims should be submitted. 

Sec. 9. After the head of the employing establishment concerned has, with 
respect to any group of employees, entered into a contract with a carrier or has 
approved a selected carrier’s plan, or both, any employee in such group may, if 
such contract or plan does not include benefits under a group practice prepayment 
plan, nevertheless enroll, for himself, or for himself and his dependents, under a 
group practice prepayment plan which meets the minimum requirements estab- 
lished by the Commission and shall thereby become entitled to the benefit of the 
same payroll deduction procedures and Government contributions otherwise 
provided for in this Act. 

Sec. 10. There is hereby established an Advisory Council on Federal Employees 
Health Insurance consisting of the Secretary of Health, Education, and Welfare 
as Chairman, the Secretary of Labor, and the Director of the Bureau of the 
Budget or their designees, who shall serve without additional compensation. 
The Council shall meet at least once a year, and shall review the operations of this 
Act and advise the Commission on matters of policy relating to its activities 
thereunder. 

Sec. 11. (a) The head of each employing establishment is authorized, from time 
to time, to delegate to, or cause to be performed by, any other officer or employee 
of such establishment any function or power vested in such head or such estab- 
lishment by this Act, and may authorize successive redelegations or reassignments 
of such functions 

(b) The functions of employing establishments and of the heads of such 
establishments under this Act shall be exercised in conformity with such regula- 
tions as the Commission may from time to time prescribe. 

Sec. 12. The Chairman of the Commission shall appoint a committee composed 
of not less than five nor more than eleven employees, who shall serve without 
additional compensation, to advise the Commission regarding matters of concern 
to employees under this Act. The members of this committee shall be chosen 
so as to be representative of all employees, both those affiliated and those not 
affiliated with employee federations. The Commission shall pay the members 
of such committee, while they are serving away from their regular duty stations, 
their travel expenses, including per diem in lieu of subsistence, as provided by 
law for employees in travel status on official business. Wherever feasible, similar 
advisory committees of employees shall be appointed by the head of each estab- 
lishment, at the national and local levels, in order to secure employee consultation 
in determining groups, in adopting specifications for the types and ranges of 
prepaid personal health benefits, in carrier selection, in the disposal of policy 
dividends or premium refunds, and on such other matters as may be of concern 
to employees under this Act. 

Sec. 13. The Commission shall report annually to Congress upon the operation 
of this Act. 

Sec. 14. The district courts of the United States shall have original jurisdiction, 
concurrent with the Court of Claims, of any civil action or claim against the 
United States founded upon this Act. 

Src. 15, There are hereby authorized to be appropriated to each employing 
establishment such sums as may be required under this Act for the expenses of 
administration. 

Src. 16. This Act shall take effect on the date of its enactment except that no 
action pursuant to section 8 shall be taken prior to the expiration of one year 
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after such date, unless the Commission, with respect to such section, or any part 
thereof, finds that an earlier date allows adequate preparation for initiation of 
the program. 

The CuatrMan. Personally, I am pleased that we are able to hold 
this hearing this morning. The clerk advises me that we have received 
a number of requests from individuals and organizations that want to 
be heard on this bill, and any future hearings will have to be de- 
termined after we conclude this hearing this morning. So we presently 
are only going to hear the departments. 

The first witness this morning will be Mr. Philip Young, chairman 
of the Civil Service Commission. 

Mr. Young, we are always delighted when you come before this 
committee. We are happy to have you here today. 


STATEMENT OF PHILIP YOUNG, CHAIRMAN, CIVIL SERVICE 
COMMISSION 


Mr. Youna. Lappreciate the opportunity, Mr. Chairman, to be here, 
and to discuss with you this bill on the President’s group health and 
medical program. 

I have a short prepared statement, Mr. Chairman. 

The CuHarrMAN. You may proceed in any way you care to, sir. 

Mr. Youna. I wish to thank your committee for this opportunity to 
state my position in support of the bill before you. It is an important 
part of the President’s program to improve and strengthen the career 
civil service. 

In brief, it does three things: 

(1) It requires each branch of the Federal Government and, within 
the executive branch, each department or agency, and also the govern- 
ment of the District of Columbia, to make available to its employees 
a plan or plans of voluntary health insurance; 

(2) It authorizes and requires the various departments and agencies 
to deduct from the employee’s pay, at his request, the emplovee’s 
share of the cost of the health insurance plan which is made available 
and to pay this on behalf of the employee to the health insurance 
carrier: and 

(3) It provides for a Government contribution toward the cost of 
health insurance equal to one-half of the cost for the employee, or the 
employee and his dependents, but not in excess of $1 each biweekly pay 
period. 

The program is designed to benefit both the Government and the 
employee. It would improve the level of employee health and 
efficiency by encouraging and assisting employees to provide them- 
selves and their dependents with insurance protection against the risk 
of hospital and medical bills. The Federal Government would gain 
through an increase in the level of the health, and, thus, of efficiency 
of its employees. By giving employees relief from the fear and worry 
of heavy medical costs in serious illness, employee morale would be 
improved. 

Through installation of this program, the Federal Government as an 
employer will be doing what thousands of other large employers 
throughout the country have been doing for many years. 

Virtually all large employers now make health insurance available 
to their employees and provide payroll deduction of the premium 
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costs. The great majority of large employers also pay part or all of 
the cost for the employees. A survey by the National Association of 
Manufacturers in 1951 showed that two-thirds of all member compa- 
nies and more than four-fifths of the largest member companies—those 
employing over 2,500 employees—had made prepaid health benefit 
plans available to their employees. Of those reporting on methods of 
paying costs, over 23 percent paid the entire cost for the employee; 28 
percent paid half or more of the costs; close to 9 percent paid less than 
half; and 20 percent reported partial payments, but did not report the 
exact proportion. In only 20 percent or one-fifth of the companies 
did the emplovees bear the full cost. 

The Administration policy in the health field is to assist in every 
way possible the extension of voluntary health insurance. Repre- 
sentatives of health insurance carriers—commercial as well as volun- 
tary nonprofit organizations like Blue Cross and Blue Shield—have 
for years pointed out the anomaly that while the Federal Government 
has expressed great interest in furthering national health, it has not 
taken the step of making health insurance available to its own em- 
ploye es. The present program will do this. 

There has been a tremendous de .velopme nt of voluntary health 
insurance in this country within the last 20 years. At the present 
time nearly 100 million people have some type of protection against 
hospital costs. Of these, close to 80 million also have some protection 
against surgical costs, and of these almost 40 million also have some 
protection against the cost of physicians’ services in the hospital for 
nonsurgical cases. The organizations providing this protection are 
the voluntary nonprofit Blue Cross and Blue Shield organizations, 
private insurance companies, and a variety of independent associations 
and groups, such as the Kaiser Foundation and the Health Insurance 
Plan of Greater New York. 

The present bill has been developed after consultation with repre- 
sentatives of all of these types of carriers, including representatives of 
the Blue Cross and Blue Shield plans, of large insurance companies 
writing group hospital and medical insurance, and of various inde- 
pendent plans, and consultation with representatives of organizations 
of Federal employees. 

The bill embodies what, after numerous conferences, was considered 
to be the most feasible w ay of approaching the problem of making 
health-insurance coverage available to Federal employees. The bill 
does not provide primarily for a national uniform plan of health 
benefits for all employees nor does it necessarily preclude it. As the 
bill states, the Commission is authorized to negotiate plans on a 
nationwide or other geographic basis with carriers for consideration 
of the various agency heads. It recognizes differences from one 
locality to another in benefits provided, costs, and carriers writing 
health insurance. It will in effect give Federal employees their choice 
of several types or combinations of health-insurance benefits. 

Under broad standards prescribed by the Civil Service Commission, 
each department and agency would establish appropriate groupings 
of its employees. For “each such group of employees, the agency 
head, or his designated representative, in consultation with employee 
representatives, would develop certain choices of types and ranges of 
benefits to be made available to employees in the group and their 
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dependents, and private carriers will be selected through negotiations 
to provide these benefits. 

The bill provides that to the extent feasible and consistent with the 
desires of the group, each employee in a group will have at least the 
option of enrolling for (a) hospital insurance, or (b) surgical care and 
in-hospital medical care, or (c) so-called major me ‘dical expense 
coverage, or for a combination of two or more of these types of benefits. 

In place of one or more of these choices, comprehensive coverage, or 
so-called group practice prepayment plans, could be offered to and 
negotiated for the group where such coverage is available. The em- 
ployee could enroll his dependents or not, as he chose. 

The bill makes provision for employee committees to advise and 
consult with the Commission regarding matters of concern to em- 
ploye es in connection with operations under this act. Furthermore, 

1uthority also is provided for similar advisory committees to be 
selena’ by agency heads, both at the national and local level, in 
order to obtain e mployee consultation in connection with the program. 

The bill also contains provision for an Advisory Council to the Com- 
mission consisting of the Secretary of Health, Education, and Wel- 
fare, as Chairman, the Secretary of Labor, and the Director of the 
Bureau of the Budget, or their designees. The Council is to meet at 
least once a year to review operations under the act and to advise the 
Commission on policy matters in the program. 

The present cost of group hospital insurance providing fairly com- 
prehensive benefits amounts to between $2 to $2.40 a month for the 
individual and $4.50 to $6 a month for a family. 

Surgical and in-hospital medical benefits cost approximately $1.20 
to $1.40 per month for the individual and $3 to $4 for a family. Costs 
of major medical expense vary widely, in accordance with the underly- 
ing basic coverage. On the basis of these figures, it is estimated that 
a program providing these 3 coverages would cost about $44 to $52 
a year for the employee and $105 to $135 for a family. 

The bill provides that the Federal Government shall bear half of the 
cost of the premiums for the employee and his dependents, up to $1 
per biweekly pay period. It is probable, therefore, that the cost to 
the Government will approach $26 per employee. The employee 
would pay the rest. The cost of the whole program to the Federal 
Government would depend primarily on the proportion of employees 
who participate. On the assumption of 95 percent participation, 
the cost to the Federal Government for its 4,400,000 employees would 
be approximately $60 million per year. 

We believe that this program will be of great benefit to the em- 
ployees and their families and to the Federal Government as an 
employer. It will enable the Federal Government to do for its 
employees what the great majority of large private employers are 
now doing for their employees. We respectfully urge your approval 
of this bill. 

The Cuarrman. Mr. Young, we appreciate very much your state- 
ment on this proposed program of health insurance for our Federal 
employees. As I understand it, this is a part of the President’s 
program, which consisted of several suggestions for improvements for 
employees of the Federal Government. 

Mr. Youne. That is correct, Mr. Chairman. This is 1 of the 
elements in that very broad-scale program of approximately 9 major 
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recommendations which were made by the President last February, 
and it included various items, of course, including the group life- 
insurance program which this committee acted on some time ago and 
which I am glad to say has now passed the Congress. 

In one sense this could be thought of as a companion piece to that. 
It repreaente a step forward in strengthening the career service of 
the Government. 

The CuHarrmMan. I want to see if I understand the cost of this 
program. 

On page 5: 

On the basis of these figures it is estimated that a program providing these 
three coverages would cost about $44 to $52 a year for the employee and $105 
to $135 for a family. 

Then you say: 

The bill provides that the Federal Government shall bear half of the cost of 
the premiums for the employee and his dependents. 

Would that be half of those items or would that be the cost to 
the employee? 

Mr. Youne. The Federal Government would pay half of those 
costs which are given there. 

The CuarrMan. One-half of the costs which are already listed. 

Mr. Youna. Yes. $26. So, of the $52 a year there, the employee 
would actually only put up out of his own pocket, $26. 

The CHarrMan. That is the point I wanted to make clear. You 
might think the origina] cost would be $44 to $52, but the Government 
pays one-half of that item. 

Mr. Youne. That is correct. 

The CuatrMan. Do I understand that the Commission or repre- 
sentatives of the departments hav e conferred with employee organiza- 
tions in regard to this program? 

Mr. Youna. Yes; we have had a series of meetings with employee 
organizations, and I may say they have been extremely helpful in 
developing this present draft of the bill. 

The CuarrMan. Senator Duff? 

Senator Durr. I was just going to ask the same question you did, 
whether or not the employee organizations were wholeheartedly in 
favor of the program. 

Mr. Young. It is certainly my impression, from talking with them 
and the work that they put in on this program, that they are definitely 
in favor of this kind of a program within the Federal Government. 
They may have their own ideas with respect to minor provisions or 
application. 

Senator Durr. I understand that. 

Mr. Youna. But certainly the objective is agreed to by everybody. 
It is desirable. 

The CHarrMan. Senator Lennon? 

Senator Lennon. Mr. Chairman, the estimated cost to the Federal 
Government, I believe you say here on page 6, would be $60 million 
a year. That is based on the individual employee only, isn’t it, and 
not on the assumption that he might insure all of his dependents? 

Mr. Young. That represents the maximum contribution which 
the Government would make, regardless of how it might be divided 
up, on the basis of 95-percent participation. 
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Senator Lennon. If 1 understand these figures correctly, on page 


» It States 


On the basis of these figures, it is estimated that a program providing these 3 
coverages would cost about $44 to $52 a vear for the employee and $105 to $135 
for a family 


Then. I assume the average cost to the Government would be half 
of that, which you say would be $26? 

Mr. Younc. That would be the maximum. 

Senator Lennon. For the individual employee? 

Mr. Youne. The employee or his family. The Government is 
not going to put up more than $26 on an individual’s health-insurance 
policy, whether that covers just him alone or he and his dependents. 

Senator Lennon. Assuming the $26 is the maximum that the Gov- 
ernment would consider as part of the premium for the individual 
employee, and his part was the same amount, $26, you say here, though, 
that 
The bill provides that the Federal Government shall bear half of the cost of the 


premiums for the employee and his dependents. 


I don’t quite follow that. If it cost the Federal Government $26 
for its one-half of the premium, and it cost the emplovee $26, it would 
then cost the Government about, as you said here, $60 million, which 
I assume is the difference between the $52 million and $60 million, for 
administrative purposes. But now how are you going to take into 
consideration a man who covers himself and members of his family 
with all 3 of these basic coverages, which would run the cost up 
somewhere between $105 and $135? Wouldn’t the Government’s 
part then be one-half of that, according to what you say here? 

Mr. Youne. That isn’t what I meant to say, Senator. The next 
sentence in the first paragraph limits the Government’s contribution, 
you see. 

Senator Lennon. The bill itself limits the maximum Government 
contribution to $26? 

Mr. Younae. That is what the maximum would be which the Gov- 
ernment pay 5. 

Senator LENNON. Regardless of whether he may decide to cover 
not only himself but all of his dependents? 

Mr. Youna. He can take as much health insurance as he wants to, 
covering his dependents and anything else, but anything over and 
above the $26 he has to pay out of his own pocket. 

Senator LeEnNon. The limitation then is based on that, but it seems 
to me the language of your statement would be somewhat misleading 
when you say: 

The bill provides that the Federal Government shall bear half of the cost of 
the premiums for the emplovee and his dependents. 


But then you say 
up to $1 per biweekly pay period. 

Mr. Youne. Statements can always be improved. 

The CuarrMan. You clarified it for me, I’ll tell you that. 

Mr. Youne. That will become more clearly demonstrated in Mr. 
Rockefeller’s testimony, on the basis of some of these charts. 

Senator LEnNNon. I believe it was on February 24 or about that time 
that the President made his recommendations with respect to this 
program, was it not? 
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Mr. Youne. Yes; it was in the latter part of February. 

Senator LENNoN. Was not this proposal for health and medical in- 
surance included in the President’s recommendations? 

Mr. Youne. It was. 

Senator Lennon. At the same time he made his recommendations 
with respect to the coverage for term insurance for Government 
employees? 

Mr. Youna. Yes. 

Senator Lennon. Can you tell me why so late in the session we are 
faced with so important a measure for Federal employees? Why 
wasn’t it submitted in conjuntion with that other insurance program? 

To my mind, this is very, very important, and I made the statement 
to you, Mr. Chairman, at the time the matter was brought to this 
committee on term insurance for all Federal employees, that I would 
much rather have supported a program for health and medical insur- 
ance for Government employees, because they need that actually 
worse than they need the term insurance, in my judgment, and I was 
disappointed. 

I didn’t know it had been proposed, because I didn’t read the Presi- 
dent’s proposal at that time. If 1 did, ] would have insisted that this 
committee, before it embarked on a program of term insurance for 
Government employees, place priority at least on a program of this 
kind, which I think is much more important. I think the other 
program is fine, but I am just wondering if we aren’t embarking on 
something here now this late in the session which we are going to have 
to give a lot of time and thought to, and not rush a thing as important 
as this through Congress this late in the session. 

I think this ought to come about, but I doubt very seriously, Mr. 
Chairman—this is my own personal observation—that this committee 
will have the opportunity to study it. And it requires the attention 
of every individual member, and it is so difficult to get the Senators 
to attend a meeting now. 

I am just going to register my disappointment that it hasn’t been 
brought here before. 

Mr. Youna. 1 would like to join you in saying I was disappointed 
too, but we couldn’t get it up before. This is, of course, a really 
complex field. There is no comparison between this and the group 
life-insurance program. 

Senator Lennon. That is the reason this should have been brought 
in first, because I recognize the great difference between this program 
and the other program. It is a very complex field. That is the reason 
it should have been brought to the Congress earlier than it has. 

The CuarrMan. Senator Lennon, I concur in your statement that 
we should have had it earlier, but I want to make this statement, 
that certainly the departments are not to blame. They have been 
working hard on this, and in fact I have been urging them to get it 
ready. They were ready sometime back, and I asked them if they 
had conferred with the employee organizations. No; they had not 
done that yet. And I said that must be taken care of before they come 
up here. So they had to do that. 

I think we have received this about as soon as the departments 
could get it up here. That is my honest opinion, after urging them 
to do so. I, however, am in accord with your view. 

Senator Lennon. I don’t know if there is anyone to blame. But I 
think this matter should have been considered in conjunction with 
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that other insurance program. That is my thinking about it, and we 
might have elected to make a choice between which of the two pro- 
grams the employees ought to get first. In my way of thinking, this 
is a more important program. We are talking about money now. 
That is what I am thinking about, where the money is coming from. 

Mr. Youne. This costs more to the Federal Government than the 
other program. 

Senator Lennon. Yes. $60 million. 

The CuarrMAN. I am in accord with the Senator that this is a very 
fine program, and I appreciate the situation we are confronted with 
at this time, this late in the session. I am not certain that we can 
secure action on this bill in this Congress, but I wanted a hearing on 
it this morning to get it before the committee and the country. | 
think it is a program that needs some thought and some study. 

Senator Lennon. I am saying, Mr. Chairman, I feel very strongly 
about this program of health and medical oe ance for employees 
and I am disappointed we cannot consider it, as long as it would be 
necessary to consider it. I won’t get a ‘uae to vote on this. | 
won’t be here to vote with you boys next year. 

The CHarrMAN. We appreciate your interest. 

I wish to say I sincerely regret you won’t be here to vote on it, 
because of all the members of this distinguished body, I think the 
Senator from North Carolina is one of the finest. 

Sentor Upron. I share in that regret also. I too may not be here. 

The CuHarrmMan. Senator U pton, do you have any questions? 

Senator Upron. Yes. Mr. Chairman, I am interested in knowing 
how the groups might be divided up. I find authority is apparently 
vested in the heads of employing establishments, and we have a 
definition of those heads in the bill, but it doesn’t quite answer the 
query which has come to my mind, as to whether, for instance, em- 
ployees of the Bureau of Internal Revenue in New Hampshire or 
New England might be grouped together for the purpose of health 
insurance. 

Mr. Youne. Yes. Well, that has a great deal of flexibility provided 
there, as you can see. 

You have, of course, really two problems. In this field your rates 
vary so widely from one community to another, or from one geograph- 
ical area to another, that you have to take that into account, and 
it is important that your groupings be such that you can take advan- 
tage of any group negotiations with the insurance carriers in the area 
to get the best rates. 

Senator Upron. Is it contemplated that there will be local group- 
ings? 

Mr. Youna. Oh, yes. 

Senator Upton. Within the departments? 

Mr. Youne. Yes, there would be, of course depending upon the 
local situation and consultation with local employee advisory com- 
mittees. 

Senator Lennon. Mr. Chairman, may I ask a question? 

The CHArRMAN. Senator Lennon 

Senator Lennon. I wonder, Mr. Chairman, if the defeat of the 
President’s proposal for reinsurance had anything to do with bringing 
this matter to the attention of the committee at this time. 

Mr. Youna. Not in the slightest. This was a question of attempt- 
ing to work out what we considered to be the must feasible approach 
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to a very complicated situation. 1 don’t know how many plans we 
have drawn up and discarded over the last few months, but it has 
been a very large number. And the agency representatives, the carrier 
representatives, the independent experts and consultants, have all 
put in a terrific amount of time and effort in an attempt to figure out 
the best way to deal with this, shifting all the way from a uniform 
national standardized plan down to leaving it entirely up to the 
discretion of the employee. This represents an intermediary point, 
and we think this is the most feasible and practical way of doing it. 

Senator Lennon. Is there any possible connection between the two 
plans, this program and the President’s proposal for reinsurance? 
Shouldn’t this tie together? 

Mr. Youna. I don’t think so. But Mr. Rockefeller’s opinion 
would be better on that than mine. It certainly didn’t enter into our 
thinking at all. 

Senator Monroney. Did the AMA support or oppose the reinsur- 
ance idea? 

Mr. Rockerevier. | would say they opposed it. 

Senator Monronry. That was the general understanding. 1 think 
in a program this broad, this would be the biggest group of employees 
that were ever authorized in history to come under this health program, 
which general idea I strongly support. I wonder if the bugs in the 
reinsurance program, which apparently caused some difficulty and 
resulted in the bill being laid aside in the House, were corrected in the 

arly part of the next session, we could offer the Federal employees 
not only the ordinary Blue Cross, Blue Shield and general medical 
health, but also insurance against catastrophic illnesses, which I think 
is still one of the greatest problems ahead. In doing this, I believe 
we would find our coverage then for Government employees far more 
acceptable and far better than we could if we rushed this thing in the 
closing hours of this session. 

I don’t think there is anybody that doesn’t support this, but some 
of us have a little misgiving that we don’t have enough time, even for 
a satisfactory review of the work of all the experts. Even experts 
can leave a few loopholes and a few things in a bill that will get it 
snarled up when it gets into operation. 

The CHarrRMAN. Senator, I will assure you we are not going to 
press any immediate action. That is the reason we called this hearing, 
to get it before ourselves, the Congress, and the country. I think 
we need some time on this. 

Senator Monroney. Yes, by calling this bill up and making the 
employees aware of the pending intention of Congress to offer them 
this service might be a very valuable thing early next session, because 
I think all levels of the Government service—because they are going 
to have to pay most of this—ought to be on notice and be given enough 
time to express themselves favorably or unfavorably on money 
that is going to be deducted from thetr paychecks. 

Senator Lennon. I think in this instance the Civil Service Commis- 
sion did what they did not do in the other program, in the term 
insurance. They actually went out and made a survey and took a 
poll, so to speak, of the Government employees, and they seem to be 
uniformly and unanimously in favor of the program. 

Mr. Younc. Yes. That saves time. 


51277—64——3 
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Senator Jounsron. | think this bill is much more important than 
the life-insurance bill just passed. I think it would really do much 
more good than the other. That is my position. Of course, I do 
realize it is going to take time to hold hearings on it and give it proper 
consideration. We shouldn’t at the last minute be asked to approve 
. bill of this magnitude without proper study 

Senator Monronrey. May I add, I understand the House Rules 
Committee has ceased functioning over there, which would affect 
the bill. It eouldn’t go through by unanimous consent, and it would 
not be possible of passage. 

The CuarrMan. I| think legislatively we might just as well be frank 
about it, that there is no possibility, unless we open up and start 
legislating again, which we won't. 

Senator Crippa, do you have some questions? 

Senator Crippa. I am heartily in favor of this, Mr. Chairman. 
This has been accepted by both large and small businesses throughout 
the country. It is too bad it is coming into the picture so late in the 
session 

I am somewhat like Senator Lennon. I will not be back. I hope 
your committee will give this a lot of consideration. 

Senator Upron. You and I can go on record now, with Senator 
Lennon although I hope to be back. 

Senator Crippa. That is right. 

The CuarrmMan. Again I want to state it has been a pleasure to 
have Senator Crippa here. I too regret he will not be back with us 
on the committee next year. He is filling out an unexpired term. We 
have enjoyed working with you. You have been a lot of help and we 
wish you great success. 

Senator Durr. I might remark, Mr. Chairman, that if this meeting 
does nothing else, it affords us an opportunity to express our very 
genuine appreciation of these members who won’t be back. 

The CuarrMan. If there is nothing further, we will excuse you, Mr. 
Young, and call on Mr. Nelson Rockefeller, Under Secretary of the 
Department of Health, Education, and Welfare. 

Mr. Rockefeller | know personally has spent weeks and months on 
this program. I know some of the problems because I have visited 
with him about it, and I know he will give us a very fine statement on 
it. 

Mr. Rockefeller, you may proceed in any way you care to, sir. 


STATEMENT OF NELSON ROCKEFELLER, UNDER SECRETARY, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mir. RockrreLLter. Mr. Chairman and members of the committee, 
| would like to say how very sincerely I appreciate the opportunity 
of coming before this group and discussing a subject in which you have 
already expressed your interest. The feelings expressed around the 
table are feelings that I share very deeply, that this is something that 
can be tremendously helpful and important to the employees of the 
Federal Government. It is a program that has long since been 
accepted by industry generally, and I think we are 15 or 20 years 
behind in Government in not having moved into this field before. 

Therefore, it has been a great opportunity for me to have the 
privilege of working on it with Mr. Young and his associates. 
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As was mentioned, the President gave out a release on the 24th of 
February, in which he discussed his plans in this field generally, and 
this program was the fourth item on the list, the program of con- 
tributory medical care and hospitalization insurance, open to all 
Federal employees on a voluntary basis. 

At that time he set up a sub-Cabinet committee to study these 
plans and make recommendations to him. I was chairman of the 
subcommittee of that group on this subject and I would like to say I 
share the Senator’s feelings very strongly about the delays. I will 
have to take the responsibility primarily for those, and regret them 
very much. 

However, I would like to say that the people who worked on this, 
both in Government and out, have done so with great devotion and 
dedication. It is a subject which is complicated, not so complicated 
in itself as it is in making decisions as to which way you go and how 
you do things. Once you have made those, it is relatively simple, 
and the patterns that have been developed in the past, once you have 
selected which one you want to follow, make the course really easy. 

So it was more of trying to reconcile the different points of view, 
for instance, in the insurance field, with private groups, as the Blue 
Cross, the Blue Shield, and then the comprehensive plans on how to 
bring those groups into this, so that each one has his fair chance to 
play his part in the picture. 

There are various other problems which I would like to discuss as 
we go along, but I would like to pay particular tribute to Mr. Young 
and Mr. Irons, his associate, for the wonderful work and devotion 
that they have given to this study, to Dr. Keefer, Mrs. Hobby’s 
special adviser on health and medical problems, and to the Public 
Health Department people who have done a superb job in working 
on this in the Department of Health, Education, and Welfare. 

I should also like to mention there was a group of consultants, 
and I would be happy to submit the list for the record, from the 
private insurance companies, the Blue Cross and Blue Shield and the 
voluntary prepayment medical care groups. These men came at 
their own expense to Washington regularly over a period of a number 
of months, some 20 of them, and I think that really the Government 
owes them a tremendous debt of gratitude for giving of their ex- 
perience, their time, their thought and in reconciling the different 
points of view which existed. 

The CuarrMan. The list will be made a part of the record. 

(The list referred to follows:) 


CONSULTANTS AND REPRESENTATIVES, FepERAL EMPLOYEES HEALTH INSURANCE 
PRopos AL 


Claris Adams, executive vice president, Life Insurance Association of America, 
Washington, D. C. 

Dr. George Baehr, president and medical director, Health Insurance Plan of 
Greater New York, New York, N. Y. 

Millard Bartels, vice president and general counsel, Traveller’s Insurance Co., 
Hartford, Conn. 

Henry 8. Beers, vice president, Aetna Life Insurance Co., Hartford, Conn. 

C. Manton Eddy, vice president and secretary, Connecticut General Life Insur- 
ance Co., Hartford, Conn. 

Manuel M. Gorman, assistant general counsel, Life Insurance Association of 
America, New York, N. Y 

Dr. Charles G. Hayden, executive director, Massachusetts Medical Service (Blue 
Shield), Boston, Mass. 
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Jay Ketchum, executive vice president, Michigan Medical Service, Detroit, Mich 

Benjamin H. Long, Dykema, Jones & Wheat, Detroit, Mich. 

Dillon Myer, executive director, Group Health Association, Inc., Washington, 
cc 

Mec Nichols, vice president, Provident Life & Accident Insurance Co., Chat- 
tanooga, Tenn. 

F. P. Rawlings, Group Hospitalization, Inc., Washington, D. C. 

Oscar Reubhausen, Debevoise, Plimpton & McLean, New York, N. Y. 

J. Henry Smith, vice president and associate actuary, Equitable Life Assurance 

Society of the United States, New York, N. Y. 

James E. Stuart, executive director, Hospital Care Corp., Cincinnati, Ohio 

I A. van Steenwyk, executive director, Associated Hospital Services of Phila- 
lelphia (Blue Cross), Philadelphia, Pa. 

ie rry Voorhis, executive secretary, Cooperative Health Federation of America, 

Chicago, Tl. 

Mr. RockrFELLER. So, with that material as a background, and 
then in working with this sub-Cabinet committee we were able to lay 
the groundwork. And then there were meetings, as you mentioned, 
with the re presentatives of the employee groups, who equally con- 
tributed their knowledge of the problems and their representation 
of the points of view, the needs and the difficulties with which the 
Government employees are faced in this field. 

So when all of those points of view had been brought together and 
each one integrated, the result was this bill S. 3803, ‘which reflects at 
least the best and most sincere thinking of those who are closest to 
this problem. 

I would like to, if 1 may, give you a little quick summary with some 
charts which | think will perhaps make the plan as clear as anything, 
because, as Mr. Young said, it is complicated but can be put out in 
simple form when one sees the factors that are involved. And I 
would like briefly to run through the charts, if I may. 

First, I think it is interesting to note where the Government em- 
ployees are in the United States, because one of the problems we have 
is: How do you cover the employees? Should the employees be under 
one plan? Should they be under regional plans? 

Chart | shows the areas in which there are over 100,000 employees 
There are 6 States that have over 100,000 employees: In the East 
here; Illinois, Texas, and California. 

Then we have next, States that include 50,000 to 100,000 employees, 
which are Ohio, Virginia, Massachusetts, Washington, Georgia, New 
Jersey, Alabama, and Maryland. 

Then you have States with 10,000 to 50,000 employees. There are 
26 of those States shown in the lighter eray. 

And then you have 9 States w ith less than 10,000 Federal employees 

So there is quite a variation in the density of Federal employee 
population in different parts of the United States. This is simply 
background information pertinent to the working out of a plan. 

Then there is an interesting question, partic ularly from the point 
of view of the insurance companies who are going to be working on 
plans, which is the age and sex of the Government employees. 

Chart 2 shows only 7 percent r¢ the employees are over 62 years old. 

From 52 to 62, it is 18 percent; from 42 to 52, 24 percent; 32 to 42, 
32 percent; 22 to 32, 18 er Then in the 17- to 22-year bracket 
is a small 1 percent. 

Senator Monronry. Would you yield for a question? 

Mr. RockrFe.LuER. Yes, sir, 
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LOCATION 
2.4 MILLION FEDERAL EMPLOYEES SEPT. 1953 





NUMBER OF NUMBER OF 
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Senator Monroney. Would it be your anticipation, because of the 
swelling of Government payrolls during World War II and thereafter 
that 10 or 20 years from now that age factor will change materially, 
as the present employees become older, or will the turnover maintain 
about the same? 

Mr. Rockere ter. If the turnover continues at 550,000 a year—— 

Mr. Youne. It is under that now. 

Mr. Rockxere.ier. I presume your second thought would prob- 
ably be more true, that this would be a pretty fair representation of 
the division by age groups. I think Mr. Young could probably answer 
that better than I. 

Mr. Youna. I think it would be. 

Senator Monroney. Isn’t the turnover largely in the lower grades, 
where you don’t find so many of the elderly people, say, from 52 
to over 62? I mean the turnover is largely in your lower grades, 
isn’t it? 

Mr. Youne. Yes, the highest turnover is in grades 3 and 4. Isn’t 
that correct, Mr. Irons? 


STATEMENT OF WARREN B. IRONS, CIVIL SERVICE COMMISSION 
Mr. Irons. Yes, at is. ’ 


[ would like to add one thing, if I may, Senator: Under our Civil 
Service Retirement Act we have to make evaluations of that system 
every 5 years. There is one interesting factor, I have noticed through 
the vears since 1920, whether we have had a high population in the 
Federal Government or low, that the average age remains right 
around 37. It doesn’t go as low as 36 or as high as 38. It is right in 
the 37 bracket. 

Mr. RockereLtter. When you mention the turnover being in the 
lower brackets, that is where 58 percent of the emplovees are so 
vou are hitting a big group of them. 

Now the division between men and women, as shown by this chart, 

s 24 percent women and 76 percent men. There is a considerably 
eta proportion of men than we had anticipated, without knowledge 
of the subject. It does influence some insurance company policies. 

Now, going to the salary range of Government employees, chart 3, 
that is something with which you as a committee are naturally familiar, 
but it is interesting and pertinent relating to the coverage of the Nation 
as a whole, as shown in the next chart. 

This chart 4 shows the distribution of hospitalization insurance in 
the United States, by income groups. It shows the number here in 
millions of people, then the family income and the percentage with 
some hospitalization insurance. 

You can see that in the higher income groups, from $5,000 to $7,500 
and over, there is about a 71 percent coverage. That doesn’t mean 
complete coverage, but some insurance. 

Then you come down here to the $4,000 to $5,000 group and you see 

has dropped to 66 percent. 

Then the big group here, 50 million people earning $2,000 to $4,000, 
is 51 percent. 

And for family incomes under $2,000, there are 24 million people, 
but 25 percent of them have some coverage, and many of those are 
included in company plans and other regular group plans. 
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I think the interesting factor is that here with families having in- 
comes between $2,000 and $4,000 only 51 percent have some coverage, 
and that is the group in which the bulk of the Government employees 
are. We can consider if they are typical of the United States average 
that only about 51 percent of the Federal employees in this wage group 
would have any hospitalization insurance and that is the most common 
area for them to take coverage in. 
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Chart 5 appears a little complicated at first, but I think it is a useful 
one for you to get for a background. It shows what coverage in what 
area is handled by what groups, and I will explain this slowly. 

First, on the left side of the chart, we have hospitalization 
reflected here, then surgical coverage, inhospital medical care, inhome 
and office medical care, and major medical expense. Those are the 
areas. 

This bar across here shows it in millions of people, those who have 
coverage, and you have 100 million at the end there. 

In hospitalization, there were 91 million at the end of 1952 who had 
some hospitalization insurance. 

The shaded portion on the left shows the group and private insur- 
ance company coverage. They account for just under 50 million of 
this total. In that, 27 million are covered by group hospitalization 
insurance, and 20 million by individual hospitalization insurance. 

Then the largest single major coverage is by the Blue Cross. There 
were 37 million people who had hospitalization insurance offered by 
the Blue Cross, and over here you have the independent groups, 7 
million people covered. So you get this distribution among the 
different types of insurance carriers. 
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The next bar represents surgical insurance. The total is 73 million 
people with coverage, 26 by private group insurance coverage, and 16 
by individual private coverage. The Blue Shield covers 22 million 
people, and 8 million are covered by other plans. 

In-hospital medical care, has but 35 million with any coverage at all. 
The private carriers have 10 million in group and 4 million individuals 
policies. The private insurance companies and the Blue Shield, 16 
million, and other plans, 5 million. 

Senator Monronery. What is the difference between the hospital- 
ization and the surgical line, and the in-hospital medical care? 

Mr. Rockere.ier. Hospitalization insurance pays primarily for 
room and board in the hospital plus a few extras. Surgical insurance 
covers the fees for the surgeon, when he operates. And here [indicat- 
ing on chart] other medical costs in the hospital are covered. 

Senator Monroney. As distinguished from the surgical? 

Mr. Rockerevier. That is right. 

Then you have the newer area, which is this preventive care, in 
home and office, where you have visits in your home. Now, this has 
come more recently into the insurance field, and as you can see, there 
are only 6 million people with any coverage. This can do more than 
anything perhaps to keep people from getting sick, rather than taking 
care of them after they get sick, which of course is important financially 
and medically. But this holds great promise to the future bealth of 
the Nation. 

Then you come to the area that has been discussed a great deal in 
recent years, major medical expense. Some people have referred to 
it as catastrophic expense. About 4 million families spend from 20 
to over 100 percent of their income for medical expenses, and they are 
the group out of the total families in the country who take the terrible 
beating and are thrown often into bankruptcyjas a result of these tre- 
mendously heavy expenses. 

That gives you a picture of who is carrying the insurance in the coun- 
try and for what purposes. We wanted that as a background. 

Now, Mr. Irons invited six of the companies, the larger companies 
in the country, to come down and discuss what their company plans 
were. Chart 6 shows you a background of the kind of coverage those 
companies offer: General Electric, General Motors, U nited States 
Steel, Armstrong Cork, and Du Pont. 

General Electric has perhaps the most comprehensive plan for its 
employees: Hospitalization, surgical, in-hospital medical care and ma- 
jor medical expense. 

General Motors has the first three, and part of their employees are 
covered in major medical. 

United States Steel has hospitalization and surgical coverage. 

Armstrong Cork provides hospitalization, surgical, and major medi- 
eal. 

And Du Pont employees have hospitalization, surgical and in-hos- 
pital medical benefits. 

So, you see there is no fixed pattern. There was another point 
that developed as to payments for coverage. There apparently is 
no fixed amount in industry as to the employee and company con- 
tribution. Some companies pay half and the employee pays half, 
and there is a wide range either way. 
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Senator Jonnston. Referring to General Motors, it says that the 
insurance is only for employees with incomes over $5,000. 

Mr. Rockreretter. They get major medical expense coverage. 
That is what I referred to before as being catastrophic. This is an 
expensive type of coverage, and I understand it is limited in its use. 

Senator Durr. It is also the type that puts a family out of business 
if they don’t have it, too. 

Mr. Rockrre,uter. Yes. About 4 million families a year are 
severely hit. Major medical expense coverage holds great promise 
for protection. 

Senator Jounston. Again referring to General Motors, I don’t 
understand why the bigher paid employees are allowed more liberal 
benefits than the lower paid ones. 1 think the lower paid employees 
need the protection more than anybody else. 

Mr. Rockere.ier. As I understand it, the major medical expense 
coverage in General Motors is on an experimental basis. They are 
experimenting to learn the risk and the need for this kind of insurance. 
There is no great deal of actuarial experience in this field. I think 
some of the insurance companies a few years ago suffered quite heavily 
after having written some policies. 

Senator JoHNsToN. I see General Electric provides that benefit. 

Mr. Rockeretier. They have it, and I don’t know how long that 
has been in. 

But this is an area, Senator, that Secretary Hobby and the President 
were particularly interested in, in relation to reinsurance, because this 
is the field where there isn’t the experience and where a possibility of 
sharing the risk in that field would have encouraged the companies 
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to move out and to give a protection which this country so badly 
needs. 

That is by way of background, just the statistical information on 
this field. Now, let me give you a brief summary of the objectives 
here which were developed in these discussions. 

(Norre.—Chart 6, as displayed to committee, showed limitation on 
General Motors major medical expense plan to employees earning 
more than $5,000 per annum. Subsequent check with General 
Motors officials resulted in the clarification shown on chart 6, as 
reproduced here.) 
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Mr. Rockerevier. These are the objectives which Mr. Young 
outlined that the plan is shooting for, the plan that is before you: To 
maintain a high level of health and productivity for Federal employees; 
to encourage prevention of illness through early diagnosis and treat- 
ment; to stimulate greater protection against the undue hardship of 
long-term and expensive illnesses. 

Now, those were the objectives, and here, in chart 8, are the features 
of the plan, the types of coverage possible under the bill: 
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Hospitalization, surgical, in-hospital medical care, home and office 
medical care, and major medical expenses. In other words, they are 
the standard areas that are covered today in industry that people are 
looking for. 

Another very important feature of the plan is that it is voluntary 
for civilian Federal ae send A It is not a compulsory plan. 

Then, 3, that the Government shares in premium costs 50-50, to a 
maximum of $26 per year per enrolled employee. 

4. Dependents may be included. I will show you the effect of that, 
Senator, in a minute. That was much discussed and particularly 
helpful in the discussions with the representatives of the employee 
groups and the unions and their thinking on that subject. 

Payroll deduction for premium payments, permitted under the 
plan. That is an essential feature. 

6. Policy direction by the Civil Service Commission. In other 
words, the Commission by regulation sets the primary outline of the 
program. 

7. Employing agency has discretion for choice of benefits, but must 
offer certain minimum options; selection of carriers; and the selection 
of group composition. I will explain that in a second. 

And then, 8, employee consultation at all levels. This is one of the 
points we discussed with the union and the employee representatives 
and which is obviously a matter of great importance to them, and a 
provision which would permit the development of these plans along 
lines which would most effectively represent the needs and the desires 
of the employees. 

Senator Monroney. Could I ask there, supposing an employee re- 
tires at 62 or 65, is he allowed under this program to continue his 
membership? 

Mr. RockEFreLLER. The employee who has not vet retired and who 
would still be employed when this plan took effect? As I understand 
the bill it would not preclude a provision in a negotiated plan under 
which the employee could continue his coverage. 

Senator Monroney. After retirement? 

Mr. Rockeretier. After retirement, but not with a Government 
contribution He would then pay his own share, plus the share that 
the Government had previously paid. 

Senator Monroney. Would he get it at the same rate? 

Mr. Rockere.ier. At the same rate. 

Senator Jonnston. The total rate paid by both the Government 
and the employee? 

Mr. Rockere.ier. Up to the time he retires there is a Government 
contribution. After retirement he pays the full cost. 

Senator Monronery. But based upon comprehensive coverage ot 
all employees? 

Mr. Rockere ier. Yes, in whatever group he finds himself. 

Now, coming to the question you asked, Senator—— 

Senator Jonnston. With no limitation on his length of Government 
service? 

Mr. Rockere.tuer. No, no provision for that at all. These plans 
are usually rewritten, renegotiated every year, so it is the number of 
people rather than the length of service that is important to the 
insurance companies. 
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Now, coming to these costs which were discussed earlier, taking the 
different plans. First, there is hospitalization insurance alone, with 
these average costs for the country as a whole. As you will notice 
on chart 9, the possible cost, for instance, for hospitalization insurance 
for an employee would be between $24 and $29 a vear; where the 
family is covered, the average across the Nation would be around $54 
to $72. The total which the Government will match is $52, and 
anything over $52 the Federal employee has to pay for entirely. 
Therefore, you have here a sliding line, where the Federal share, 
percentagewise, goes down, and the employee’s share goes up. 
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So this portion shows the sharing of Federal costs in black and the 
employee’s costs in white. 

Now, adding the next 2 categories there, surgical and in-hospital 
medical care, you get a range of costs of $35 to $46 for the individual 
and $90 to $120 for the family. Still we are under the $52 here, so 
for the employee alone it is 50-50 with the Government, and when you 
get to the family, the employee has to put up a lot more, percentage- 
wise. 

Senator Jonnston. What if the family is a large one, with only 
the head of the family or one member working? 

Mr. Rockeretter. That doesn’t make any difference. I think he 
is just lucky, and that is the reason for the group plan, and he surely 
needs the help anyhow. 

Senator LENNON. He gets a $26 contribution from the Government, 
irrespective of whether he carries 1 plan or 4 plans, or whether he is 
an individual or has 10 members in his family? 
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Mr. Rockereuuer. That is right. 

Mr. Yor NG. As long as his total cost is $52. If his individual cost 
is under $52, he only gets half. 

Mr. Rockeret_er. The big thing he gets out of it is the buying 
power of the group, and the thing the insurance company gets out of it 
is spreading their risks over a large number of people. 

Senator Lennon. Don’t you think the average employee would 
extend himself as far as possible to cover his family with these plans, 
to get up to the $52? 

Mr. RockEeFreLLeR. We hope so, so that he can take full advantage 
of it. And it is to everybody’s interest, to the Government's and his, 
to do so. 

Well, this just gives you an idea of these costs. Here it goes right 
through to major medical expense, and there you have $42 to $52. 
Here you have reached the maximum for the individual at which he 
gets the 50-50 share, and when you get to the family it is $105 to $135. 
But even so, he has there a pretty good package for $135. 

Senator Jonnsron. Are medical examinations for all members of 
the family required? 

Mr. Rockreretuer. I shouldn’t think so. Not on a group plan. 

Mr. Yo nc. No 

Mr. RockereLuer. Then you go to what is known as comprehensive 
protection, which includes all phases of medical care, including 
hospitalization and surgical and the major medical expense. That 
type costs up to a total for the family of $200. That is a lot of 
money, but it is a lot of protection, and this would be a wonderful 
goal to shoot for for the protection of the employees. 

Now, | have one more chart and then that completes the presenta- 
tion here. This will show generally how this program will operate 
administratively in the Government (chart 10). 
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The Civil Service Commission will issue regulations and provide 
technical advice to the employing agency heads. They in turn would 
have the responsibility for promulgating within their own departments 
applicable regulations, and they would get help and advice from the 
Civil Service Commission on the formulation of those. 

The matter of establishing employee groups is important. Now 
this is the important policy step that I discussed earlier and one of the 
reasons this whole plan was delayed arose from the question of which 
way to go. This was debated with the insurance representatives and 
then in the Government very extensively. 

There are advantages of simplicity of administration and cost of 
administration in having a single plan for all Government employees. 
It sounds good, and in the insurance field where there are standard 
rates as in the life-insurance field, that seemed relatively simple. It 
would be simple from the point of view of the Government just ad- 
ministratively to do so, but the minute you get into it you find a 
tremendously complicated problem. You are faced with the question 
of how do these different insurance groups get together in one plan 
and what kind of special congressional exemptions would be needed 
to avoid charges of monopoly if these different types of insurers were 
brought into a syndicate to write a uniform plan policy for all Gov- 
ernment employees. So, from that side it was very complicated and 
difficult. 

Then you come to the question of different costs in different parts 
of the United States—hospital costs, living expenses, and so forth—so 
that a standard rate across the board would mean that in some areas 
you could buy insurance cheaper on your own because it would be less 
expensive, and in other areas it would be more expensive. So you 
run into problems there. 

Then you have the different needs of the groups, the different desires 
of the groups, and you have such questions as were raised in our 
discussions with the union groups where, for instance, the postal work- 
ers have their own insurance plan, and this would have precluded any 
flexibility if you went in the direction of a single plan for all Federal 
employees. 

Senator Jonnston. Did you consider providing a small amount, 
say $250 or $500, to take care of funeral expenses? Some companies 
do provide such. That is the reason I ask. 

Mr. Rockere.uer. The old-age and survivors insurance plan does 
have provision for funeral expenses. And if the Kaplan committee 
recommendations are carried out 

Senator JOHNSTON. It is quite a burden sometimes, you know. 

Mr. Rockere.ier. That will permit Federal employees to come 
into the old-age and survivors insurance, and under that they will 
get the same provision that others do in relation to funeral expenses. 
But this does not. 

Mr. Youna. The group life insurance program would help on that. 

Mr. Rockere.uer. So, having finally discarded the question of 
going in the direction of a single plan for all employees, the studies 
moved to the establishment in detail of groups, and this was favored 
by the insurance carriers themselves. What would happen would be 
that you would have natural groupings of employees. Let’s say 
the Department of Health, Education, and Welfare, here in Wash- 
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ington, with four-odd thousand employees, would have one group, 
and it would be established as a group and would then negotiate for 
the development of a group plan along the lines which have been 
discussed for its employees. 

Then the Department of Health, Education, and Welfare would 
determine, after it had explored the thing with the employees and 
with the insurance companies—it would pick a carrier and the plans 
would be determined and then it would authorize those and the 
eligibility of the employees would be established for that plan. 

You could conceive of an area where one department didn’t have 
enough employees, let’s say, in a State where there are under 10,000 
employees in the State, and you may have a number of departments 
joining together in that State. This would result in different types of 
groupings around the country where the emplovees fell into a logical 
area or departmental group where the group could then carry on 
negotiations with the carriers for the development of insurance plans. 

So here you have the agency head or the department head delegating 
authority to group managers in different parts of the country. And 
they, with the guidance from the Civil Service Commission coming 
through their own agency head, on regulations and information about 
plans, would work out the plans most suited to their own employees 
in that area, after negotiating and discussing the matters with the 
emplovees. 

Now, these are the functions of each of these groups: 

They would adopt benefit specifications, select plans and carriers, 
make payroll deductions, determine Government contributions, pay 
premiums, regulate disposal of dividends and refunds, aad join with 
similar groups for the purpose of bargaining. 

So that is about the way the process would work and, while it looks 
complicated because of the fact there are 2% million Government 
employees, in reality the approach is similar to that followed by so 
many of the private oe who have had experience in the area. 
And I don’t think, once the Government gets used to it, it will be a 
very difficult plan to carry out, and it gives maximum flexibility. 

I think, Mr. Chairman, that gives the background. 

Senator Durr (presiding). Are there any questions? 

Senator Monroney. As I understand it, the groups will work out 
how much coverage they want, whether they want hospitalization 
only or whether they want the medical surgical, or whether they want 
the in-hospital care or whether they want the catastrophic. Now, an 
individual in that group, one man working in the group, can he buy 
just the hospitalization? 

Mr. Rockere tier. That is right. He would have within the plan 
the option to take just 1 here, or take these 3 or these 4. So he gets 
within that plan the option. 

Senator Monroney. In other words, the group would select its 
agency, and then the agency would make available all four services 
for the individual to buy, whatever he felt he needed or was capable of 
buving. 

Mr. Rockere.ier. That is right. And the group would have 
negotiated with different carriers to see what kind of rates and terms 
they could get. 

Senator Jounston. Such a bill would provide all, or just part of 
the hospital expenses? 
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Mr. Rockereier. It depends upon the coverage. It would be 
so much up to a certain amount, and in addition, up to so many days 
Those are all part of the plans that have to be worked out in the 
negotiations. 

And the Civil Service Commission, as a result of discussions there 
at the end, has come up with what I think is a very constructive idea, 
and that is provided for in here, where they might negotiate as a 
commission either national plans or regional plans, which would be 
available to any of the agency heads. They might use them as stand- 
ards against which they could see what they could do themselves, or 
they might decide to take those. That would be helpful, particularly 
where some of the groups haven’t had any experience or might not 
have had a chance to gain any in the early years. 

Senator Monroney. But if the Congress, in the early part of the 
next session, passes this reinsurance, the whole picture of present 
costs on the comprehensive would be materially changed as to rates, 
would it not? 

Mr. Rockere.uier. That would be the hope, that both in the major 
medical expense field and in the prepaid care field, where there are 
6 million here, and 2 people covered by policie s, that they could move 
forward more rapidly with the opportunity of reinsuring the extra 
risks, in which they had no actuarial experience. 

Senator Monronery. One of the reason they are small is that the 
costs have been prohibitive. Once the Government assumes the extra 
risk, then the premiums will take their place more nearly in line with 
and of course conse ‘rably more than the hospitalizatiov or the surgi- 
cal, but they will be more nearly in line with the pattern of those 
services. 

Mr. Rockrre.tuier. Yes, they will reflect ultimately actual knowl- 
edge of what the insurance companies do not have today on what their 
risks are. 

Now they have to charge a high premium, that is, higher than neces- 
sary, because they are not sure and they have to protect themselves. 

Senator Monroney. So we might not be losing as much if we are 
unable to pass this bill at this time, because within a year we might 
have that. 

Mr. Rockere.uier. Yes, except for those who get sick between now 
and then. 

Senator Lennon. May I ask a question, please: In your discussion 
with the employee groups was any information developed as to the 
number of Federal employees who are now presently covered by any 
1 of the 4 or more insurance plans? 

Mr. Rockerevuer. Blue Cross estimates there are about a million 
Government employees now covered under Blue Cross. 

Senator Lennon. What then would be the effect on their present 
coverage, in the event such a plan as this was accepted? 

Mr. Rockere.uer. | suppose it is fair to assume in some areas 
Blue Cross, you might say, will bid on some plans and they might be 
low bidder, let’s say, in an area where they now have a large group of 
employees and they may therefore continue to cover the people whom 
they are now covering in that area. Only the possibility now would 
be that that employee who is in the plan would get $26 from the 
Government, and he might increase his coverage with that extra help 
from the Government. 
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Senator Joanston. The Government is going to pay a share of the 
cost? 

Mr. Rockere.tier. That is right—50-50 up to $26. 

Senator Jonnston. Presently under the Blue Cross plan the indi- 
vidual pays the entire cost. 

Mr. Rockere.ier. That is right. 

Senator Jounston. How will the individual be able to increase his 
coverage? 

Mr. Rockerevier. He would increase his coverage, or he might 
bring his family in that is not now covered. In other words, let’s 
say that he was paying $29 now for hospitalization. He may now 
be able to afford to bring his family into this plan, when the Govern- 
ment pays $26, and go to this minimum of $52. 

Senator LenNNon. You say your information is that approximately 
a million employees are covered by the Blue Cross plan. Do you 
have any information as to what salary scale the large percentage of 
that million falls in ? 

Mr. Rockeretuter. We assume it may be hitting the average in 
the United States on coverage. Well, let’s put these two charts up 
(charts 3 and 4). 

If you assume, in the distribution of Government employees, they 
hit an average of the people of the country as a whole, then you can 
assume that in this group of $2,000 to $4,000 only 51 percent of the 
Federal employees have insurance. I don’t know whether that is 
true or not, because we have no detailed figures on it. 

Senator Lennon. I was trying to determine whether or not the 
Government employee as such was more conscious of the necessity 
of some type of insurance than a single man in the industrial field 
with the same wage classification. 

Mr. RockeFre.uer. I suppose the fact that the postal workers have 
their own plan is a good indication that they are conscious of it, and 
they have dealt with it themselves. 

I might point out that in both New York City and California, as 
well as here in the District of Columbia, where they have the prepaid 
group practice medical care plans, there are several thousand em- 
ployees in those areas that have that type of plan. 

Mr. Youna. I think you might find a greater awareness of it in the 
higher salary brackets. 

Senator Durr. If there are no other questions, I think, Mr. Rocke- 
feller, that I express the general opinion of the committee that we are 
indebted to you for this very graphic and luminous description of a 
pretty complicated situation. 

Mr. Rockereuer. | appreciate that very much. 

Senator Monronry. May I ask could you photostat those charts 
so that the members of the committee and even perhaps some Members 
of the Congress could have them? 

Mr. Rockere.ier. We will do that, Senator, and send them to each 
Members’s office late this afternoon, or the first thing tomorrow 
morning. 

Senator Monrongry. As the Senator said, that is a very graphic 
way of explaining the problem. 

Senator Lennon. If this committee considers this legislation in 
January, I hope Mr. Rockefeller or someone who can do as fine a job 
as he has done, will bring back to the committee the graphs and charts 
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he has brought. Seeing things is a whole lot better than hearing a 
fellow tell it. 

Senator Jounston. May I further suggest that these charts be 
reproduced on sheets, so that we can have them for reference in the 
future. 

Mr. Pascuau. If we can get those charts, we can put them in the 
record for further study as well. 

(The charts referred to are inserted in the record at the points where 
they are discussed.) 

Senator Durr. All right, thank you, sir. 

Mr. Rockerevter. Thank you, Mr. Chairman. 

Senator Durr. Is there any other business? 

Senator Monroney. Are there any employee groups that want to 
be heard? 

Senator Durr. If there are any that came here expecting to be 
heard 

Mr. Dounertry. Mr. Chairman, we would like to be heard, but not 
necessarily today. I am William C. Doherty, president of the 
National Association of Letter Carriers. 

Senator Durr. In view of the fact that this is not necessarily com- 
ing up for legislation and in view of the fact that this presentation is 
going to give a picture for each of us to be thinking about, I think the 
definitive presentation on your part might well be saved to a time 
when we are ready for the legislative action. 

Mr. Donerry. I am in total agreement. 

Senator Durr. However, if this is not in accordance with your 
ideas, we will be glad to hear you. 

Mr. Douerry. I am in total agreement, Mr. Chairman. 

Senator Durr. Then the meeting is adjourned. 

Whereupon, at 11:25 a.m., the committee recessed, to reconvene 
at the call of the chairman. 








